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TRANSPORTATION FINANCE TASK FORCE

ITEM

1.0 Call to Order and Introductions Hon. Richard Dixon,
Chair

2.0 Public Comment Period
Members of the public desiring to speak on an agenda item or items not on the agenda,
but within the purview of this committee, must fill out a speaker's card prior to speaking
and submit it to staff before the meeting is called to order. Comments will be limited to
three minutes. The Chair may limit the total time for comments to twenty (20) minutes.

3.0 Staff Report

3.1 Overview of Task Force Obijective: Rich Macias, SCAG
Staff/Consultant Team Introductions

3.2 Review of the 2004 RTP Financial Plan Annie Nam, SCAG
Attachment

4.0 Action Iltems

41 Proposed Workplan and Schedule for the Chris Williges,
(2007/2008) RTP Financial Plan Update System Metrics
Attachment Group

Recommended Action: Approve the
Workplan and Schedule

5.0 Discussion Items

5.1 Public Private Partnerships: Overview Craig Hoshijima,
Attachment Public Financial
Management

6.0 Standing ltems

6.1 Leqislative Update Jeff Dunn,
Sarah Adams,
SCAG
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TRANSPORTATION FINANCE TASK FORCE

ITEM

7.0 Next Meeting Date & Adjournment
TBD
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DATE: March 30, 2006

TO: Transportation Finance Task Force

FROM: Annie Nam, Acting Lead Regional Planner,
(213) 236-1827, nam(@scag.ca.gov

SUBJECT: Review of 2004 RTP Financial Plan

SUMMARY:

The following provides a brief overview of the financial planning component of the 2004 Regional
Transportation Plan (RTP)—providing the overall context and rationale for revising the financial plan in
preparation for the 2007/2008 RTP. Additionally, a slide presentation summarizing the financial plan is
attached.

BACKGROUND:
SCAG’s 2004 Regional Transportation Plan identified how much money is likely to be available through
the year 2030 to support long-term investment needs of the region. SCAG’s forecast of existing local, state,

and federal transportation revenue sources (or baseline revenues) for the region through the year 2030 totals
$120 billion.

Nearly 96 percent of these funds, however, have been committed to capital projects currently included in the
Region’s Transportation Improvement Program (RTIP), debt service obligations, as well as ongoing
operations and maintenance of the existing system. The resulting balance is inadequate to pursue
transportation improvements critical to accommodating future growth. In the 2004 RTP, SCAG identified a
funding gap of $93 billion after reviewing key economic and growth assumptions governing existing
transportation revenue sources and evaluating investment needs through the year 2030.

Recognizing the limitations of existing transportation revenue sources, SCAG’s 2004 RTP recommended
the following funding strategies to meet the region’s investment needs:

e Protect and strengthen existing transportation revenues, specifically Proposition 42;

e Continue or impose local transportation sales taxes where necessary and support the amendment of
the State Constitution to allow 55 percent voter approval for local transportation sales taxes;

e Adjust the state gasoline excise tax rate to maintain historical purchasing power and maximize

revenues through pay-as-you-go and debt financing;

Review methods for collecting revenues from alternative fuel vehicles as may be necessary;

Initiate Development Mitigation Fee programs as necessary;

Consider the feasibility of High Occupancy Toll (HOT) lanes for new facilities; and

Pursue user-fee supported project financing for major regional investments where applicable—

incorporating a public-private-partnership approach for selected projects as may be feasible.

In total, baseline revenues along with the new funding strategies generate $213 billion through the year
2030. In light of the current crisis in transportation funding, however, the region’s financial model requires

Docs#120185
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substantial revisions/adjustments. Although SCAG’s 2004 RTP financial plan reflects relatively
conservative revenue scenarios over the long term, a number of recent concerns about the stability of
transportation funding in this region, throughout the state, and the nation raises some considerable policy
and technical considerations that need to be reevaluated in detail for the development of the 2007/2008

RTP.

A number of factors (both in the short and long term) contribute to this need for revisions/adjustments to the
financial model including:

Uncertainties resulting from the State’s ongoing budget deficits;

Concerns about the reliability of Proposition 42 revenues and Tribal Gaming Bond proceeds;
Dwindling state and federal gas tax receipts for the State Transportation Improvement Program
(STIP);

SAFETEA-LU funding was not reflected in the 2004 model—early years of the model need to
reflect more recent actions and conditions;

Also, the long term viability of the Federal Highway Trust Fund is questionable—(Congressional
Budget Office concerns about depleting resources as early as 2008);

Volatility of project costs—substantial increases in project costs require revisions to the financial
model;

Local ballot initiatives—Orange County’s Measure M extension initiative could require adjustments
to the revenue forecast (the 2004 model did not assume an extension of Measure M); and

The horizon year for the 2007/2008 RTP has been extended from 2030 to 2035.

Further, both near and long term gap funding strategies, previously identified in the 2004 RTP, must be
reevaluated and quantified in greater detail in order to take steps toward implementation.
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Baseline Revenues, $120B

State $18
(15%)

Local $90
(75%)

Fed $12
(10%)

Committed Funding & Net Balance

Available for New
Projects $5 (4%)

Already Committed
$115 (96%)

The Funding

Shortfall

Local, state, and federal
transportation revenues
(baseline revenues) are
inadequate

Projected funding gap of $93 $10

billion after reviewing key
economic and growth
assumptions through the
year 2030

Forecast of Baseline Revenues Versus Needs

Billions

$60
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* Protect Prop. 42

2004 RTP * Support local sales taxes for
Funding transportation

Strategies - Adjust state gasoline tax or
impose regional fee

* Review alternative fuel
vehicle revenue collection
methods

* Initiate Development
Mitigation Fee programs

* Pursue PPP initiatives for
selected revenue generating
projects (where feasible)

Where the Money Comes From ($213B)

Federal $12
State $40 (6%)

Private User-Fee Backed
(19%)

Projects

Local: Primarily Local Sales
Taxes

State: The State Gas Tax (18
cents Plus Assumed 10 cents
increase)

Federal: The Federal Gas Tax
(18.4 cents)

Local $99 Private $62
(29%)

(46%)
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Where the Money Goes ($213B)

Hwy/Art. ITS, TDM,
$95 (45%) Other $2 (1%)

New
Capacity
Projects

$98 (46%)

Baseline:
Maintaining
Existing
System
$115 (54%)

Transit $116 (54%)

. « Continuing State budget
Need to Revise deficits

the 2004 RTP - Instability of Prop. 42
Financial Plan « Tribal Gaming legal
challenges

 SAFETEA-LU funding
estimates need to be
reflected

« Dwindling resources for
the STIP—funding
reliability concerns




* Long-term viability of the

Need to ReYise tl_1e Federal Highway Trust
2004 RTP Financial Fund

Plan (cont’d) - Volatility of project costs

* Local ballot initiatives
(i.e. Measure M
extension)

 Extension of RTP
horizon year to 2035

* Previous RTP Gap
Funding Strategies need
refining.

SOUTHERN CALIFORNIA
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DATE: March 30, 2006
TO: Transportation Finance Task Force
FROM: Chris Williges, System Metrics Group

SUBJECT: Proposed Work Plan and Schedule for the (2007/2008) RTP Financial Plan Update

SUMMARY:

This action item presents our proposed work plan and schedule for developing the 2007/2008 RTP Financial
Plan Update. We identify the primary tasks involved and explain how they result in a completed plan. We
list key activities and milestones for the project and the current fiscal year. We also provide a general
overview of the approach proposed for the baseline financial modeling.

BACKGROUND:
This is the first meeting of the Transportation Finance Task Force for the 2007/2008 RTP Update. We need
Task Force approval of the proposed work plan and schedule.
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Introduction

Regional Transportation Plan (RTP) Consulting Team

RTP
Financial
Plan
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Introduction

Roles for the RTP Financial Plan

» System Metrics Group (SMG)
— Chris Williges
— Oversee project, lead baseline financial model

> Public Financial Management (PFM)
— Craig Hoshijima
— Lead innovative financing strategies, help develop funding scenarios for baseline

» Cambridge Systematics (CS)
— Mike Fischer
— Provide input on innovative financing

» Dr. Brian Taylor (UCLA) — research policy issues, especially transportation pricing

i3 System Metrics Group, Inc.



Work Plan

The consulting team is working on two components...

COMPONENT COMPONENT TASK DESCRIPTION TASK DELIVERABLES

B-1 Support SCAG staff in guiding Transportation Finance Written reports/presentations as directed by staff Research
Task Force
s
c
s 2 B-2 Develop regional cost model for RTP update Update Memoranda on cost model development Cost Model
i = Preliminary & final cost models
QO ®
£ i
%0 B-3 Develop Baseline Financial Model for 2007 RTP Periodic update reports/memoranda on status of Rev. Model
8 [T financial plan as directed by staff
ﬁ - -
B-4 Prepare & submit final financial plan report Draft & Final RTP Financial Plan Financial Plan
_g C-1 Review alternative funding strategies/revenue streams [Alternative Financing Options Report Alt. Strategies
o
(]
= ‘g Draft & Final financing options/recommendations
S & Recommend specific plan/optimal financing method & |(separate goods movement reports) : :
) C-2. . . Financing
== implementation framework Periodic update status memoranda
% 'S Presentations to task forces, committees & roundtables
O35
c Serve as technical resource to staff on innovative . . .
i "3 financing related issuss Written reports/presentations as directed by staff Research

14 System Metrics Group, Inc.



Work Plan

... Which will lead to the RTP Financial Plan

Task B-3 Task B-2
Revenue . Baseline/Plan
Baseline/Plan | __ . .
Forecast -+ Cost Model = Financial
Model Forecast
Task C-2 Task B-4
Plan
=P Financing —P{ Financial Plan
Options
Task C-1
Alternative
Funding
Strategies
Tasks B-1 and C-3
Research

15
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Work Plan

We intend to finalize the Financial Plan by Summer 2007

Our work will be coordinated with alternatives development
and analysis for the RTP

16 System Metrics Group, Inc.



Work Plan

Critical Activities and Milestones for Financial Plan

Baseline Revenue Forecast

Review of 2004 RTP Revenue Estimates
Developments Since 2004 RTP Adoption
|dentification of Key Drivers by Revenue Source
Evaluation of Economic Projection Sources

Proposed Revenue Model Structure

Y Vv VY VY VY VY

Proposed Scenarios for Federal and State Sources

Baseline Cost Model and Plan Cost Assessment
» Review of Sources for Cost Estimates

Discount Rate and Cost Escalation

Discussions with County Commissions

Identification of Baseline Versus Plan

Y VYV VY VY

Preliminary Cost Model

17

Alternative Funding/Innovative Finance
» Potential Innovating Financing Developments

» Alternative Financing Options

Draft Financial Plan and Gap Funding Strategies
» Draft Financial Model with Preliminary Results
» Draft Innovative Financing Revenue Scenarios

» Draft RTP Financial Plan

Finalize Strategies and Financial Plan

» Final Financial Model and Documentation

» Recommended Innovative Financing Scenario
» Final Financing Recommendations
>

Final RTP Financial Plan

System Metrics Group, Inc.



Work Plan

Primary Efforts for This Fiscal Year

» Review revenue sources (SMG)

» Propose revenue and cost model structure (SMG)

» Research policy issues (Dr. Taylor)

» ldentify innovative financing developments and alternative options (PFM)

» Prepare goods movement financing strategies (PFM)

18 System Metrics Group, Inc.



Modeling

Baseline Financial Forecast

» Provide a regional view of baseline
transportation finances

» Support county and local estimates

» Work with county commission staff on
assumptions

Baseline
& Alternate

Baseline
> Include two components: & Planned
— Costs (project-based) Revenues

— Revenues (source-based)

19 System Metrics Group, Inc.



Modeling

Separate Forecasting of Costs and Revenues

X
\,\35<?~ /
\%

—
Y
A
o /
IE
Ne
c
>
LL
—Cost
— Revenue

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
Year

» May result in slightly different annual estimates

» Need to be in “same dollars” (adjusted for inflation or not)

20 System Metrics Group, Inc.



Modeling

We will start by identifying factors that influencing the

Population
Employment
Spending rates

Ridership
Transit fares

revenue forecast
Population
Taxable sales
@;I—{Transit performance

Source: 2004 SCAG Regional Transportation Plan (Table 2.6)

01 System Metrics Group, Inc.



Modeling

We also need to identify appropriate demographic and
growth projections

» UCLA Anderson Forecast for California

» Regional forecasts produced by CSU Fullerton and CSU Long Beach
» County Transportation Commissions’ sales tax forecasts

» California Department of Finance population forecasts

» The California Transportation Commission’s fund estimate for the State Transportation
Improvement Program (STIP)

» California Motor Vehicle Stock, Travel and Fuel Forecast (MVSTAFF)

» Caltrans county-level socio-economic impacts

Our projections should be consistent with the SCAG
regional planning model and county projections

9o System Metrics Group, Inc.



Modeling

For the cost model and assessment, we need to
identify baseline and planned projects

[ 2006 ] [ 2009 ][ 2011 ]

FTIP
Capital I | o o @) O @) @)

A\ 4

Capital O&M  ( Operating & Maint. )

Short-Range Transit Plans
Transit O&M |

A\ 4

4-Year Program/10-Year SHOPP Plan extrapolate
SHOPP [ |

A 4

Local Streets & I
Roads

A 4

We may need to designate some projects (must-haves and
future phases of existing projects) as “baseline +” or “Tier 2”

3 System Metrics Group, Inc.



Modeling

We anticipate several challenges in developing the
cost model

» Unable to identify full costs

» Difficult to estimate costs for future year phases
» Cost escalations

» Some categories are lump sums

» Fiscally constrained costs versus full needs

» A greater than 10 to 15 percent cost change means RTP and RTIP amendments

o4 System Metrics Group, Inc.



Wrap-Up

We need your input on potential policy issues to
research (examples below)

» Recent rise in steel and concrete costs — Is this a short-term blip?
» Alternative fuel penetration / fuel efficiency / ethanol
» Oil shortage

» Aging population (driving patterns, sales tax forecast)

o5 System Metrics Group, Inc.



Wrap-Up

Systematics
(CS)

mfischer@camsys.com

Contacts
System Chris Williges San Francisco Office Los Angeles Office
. chris williaes@svsmetaroup.com |244 California Street 3470 Wilshire Blvd.
Metrics - williges@sysmetgroup Suite 607 Suite 840
Group Tarek H San Francisco, CA 94111 | Los Angeles, CA 90010
(SMG) arek Hatata Tel: (415) 395-7000 Tel: (213) 382-6875
tarek_hatata@sysmetgroup.com | Fax: (415) 397-1000 Fax: (213) 382-6894
Public Craig Hoshijima 660 Newport Center Drive
- - hoshijimac@pfm.com Suite 750
Financial jimac@p Newport Beach, CA 92660
Management Tel: (949) 721-9422
(PFM) Fax: (949) 721-9437
Cambridge Mike Fischer 555 12th Street

Suite 1600
Oakland, CA 94607
Tel: (510) 873-8700
Fax: (510) 873-8701

Dr. Brian

Taylor (UCLA)

Dr. Brian Taylor
btaylor@ucla.edu

2349 Prosser Avenue
Los Angeles, CA 90064
Tel: (310) 903-2403

26
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DATE: March 21, 2006
TO: Transportation Finance Task Force
FROM: Craig Hoshijima, Public Financial Management

SUBJECT: Public Private Partnerships: Overview

SUMMARY:

This presentation defines “public private partnerships” as the term is generally used in transportation and
provides various examples and case studies of its application. Particular focus is made on the private
financing of toll projects and the recent activity in toll road concessions.

BACKGROUND:

Public private partnerships have been used in California to increase the efficiency of project delivery —
through design build contracts — and increase transportation investment through privately financed toll
roads. The use of public private partnerships continues to have a potential to reduce costs and expedite
project delivery and should be evaluated for certain revenue generating projects. Private investment in toll
projects has increased greatly in recent years, as many local agencies throughout the nation have or are in
the process of selling large toll road concessions or are partnering with private sector toll road developers.
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Debt Service

o&m

Construction
Proceeds

Design-Build Costs
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Debt Service

Construction
Proceeds

o&m

Developer
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Chicago Skyway
Future Passenger Car and Nightime Truck Tolls

$5.50

$5.00
$4.50
$4.00
$3.50
$3.00
$2.50

$2.00

$1.50

$1.00

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

——Passenger Cars Nightime Trucks
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Average Daily Transactions

60,000

50,000

40,000

30,000

20,000

10,000

SR 91 Express Lanes

Actual and Projected Annual Transactions and Revenue

Actual

Projected

A

VT

2004

2012 2020 2028

Fis cal Year

—=— Average Daily Transactions —e— Annual Revenue

$150,000,000

$125,000,000

$100,000,000

$75,000,000

$50,000,000

$25,000,000

Annual Revenue
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